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facilities in institutions of higher learning, 
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the demand for the application of effective 
methods and techniques in the management 
of state and federal institutions of all types 
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ment of General Institutional Management 
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standing in the areas of accounting and 
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Correction and Mental Health for the State 
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Qualified graduates of this program are 
admitted to the Master of Arts degree in the 
Division of Hotel, Restaurant, and General 
Institutional Management and are accepted 
by graduate schools of Hospital Administra- 
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BATTLE CREEK: 
THE IDEA AND THE INDUSTRY 


By ANNE C. GARRISON* 


Among the great industries that spell MICHIGAN, one 
in particular also spells out the name of its home town. 
Since your breakfast food probably came from Battle Creek, 
you will be interested in the close correlation between place 


and product. 


Any industry is situated where it is 
for specific reasons. To say that a 
Iccation is “accidental” is to underrate 
the weight of some particular factor in 
the choice of site. Usually location has 
to do with the presence of certain 
natural resources, availability of market 
of means of transportation; sometimes 
the individual’s choice of his home 
town or of a particularly attractive com- 
Munity is the deciding factor. The 
relationship between the cereal industry 
and Battle Creek is not to be explained 
in any of these ways, however. It is, 
of an almost unique degree, a situation 
in which an idea, working upon the 
imaginations of convinced people, 
treated an industry, the community to 
serve it, and the subsidiary industries 
is supplement it. The end result of a 
conviction about diet has been to make 
Battle Creek the cereal capital of the 
world. Industry spokesmen estimate 
that between one half and three fourths 
of the industrial force of the area is con- 
nected with this industry. It has 
branched out into a world-wide organ- 
ization. It has modified the eating 
habits of a large part of the civilized 
world. And curiously enough the idea 
itself has been modified in the process. 

The story of breakfast cereals is the 
story of Battle Creek, though the 
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reverse is not quite true, for certain 
important ones are made elsewhere, 
and the movement toward the Great 
American Breakfast did not start in 
Michigan. It is hard to know where to 
begin our account. Concern about diet 
is a very old concern indeed—it has 
led mankind into many aberrations and 
a few advances. The nineteenth cen- 
tury was a time of great growth in the 
science of nutrition. While vitamins 
were still not in the picture, a chief gain 
in understanding of diet was the real- 
ization that qualitative factors were 
even more important than quantitative. 
Not how much food, but what kind be- 
came the matter for emphasis and re- 
search among leading scientists. Pro- 
teins, or “nitrogen-containing foods” 
were the subject of intense controversy. 
Liebig claimed to have reduced the nu- 
tritious properties of meat to an es- 
sence, still being used in making beef 
tea. No one considers it any longer to 
be the key to the secret of health as he 
did. Much of the controversy around 
a health-giving diet revolved about the 
question of meat. One school of 
thought believed that athletes should 
train on nothing but meat and ale: the 
application of this virile policy to the 
scientific cultivation of beauty is 
brought out in the following curious 
counsel: 


[1] 
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BEAUTY TRAINING FOR LADIES 

The breakfast itself, not later than 
eight o’clock, ought to consist, in rigid 
training, of plain biscuit, not bread, 
broiled beefsteaks or mutton chops, 
under-done, without any fat, and half 
a pint of bottled ale—the genuine Scots 
ale is the best . . . But should it be 
found too strong fare at the commence- 
ment, we permit, instead of the ale, one 
small breakfast cup—not more—of good 
strong black tea or of coffee—weak 
tea or coffee is always bad for the 
nerves as well as the complexion. 
Dinner at two, the same as breakfast; 
no vegetables, boiled meat, nor made- 
dishes being permitted, much less fruits, 
sweet things, or pastry. Those who are 
very delicate may begin with a bit of 
broiled chicken or turkey, but the steaks 
and chops must always be the chief 
part of your food. A mealy potatoe, or 
a little boiled rice, may now and then 
be permitted, but no other vegetable. 
. Butter, cream, milk, cheese and 
fish are prohibited. You may take an 

egg occasionally with a biscuit. . . . 

The Family Oracle of Health, 
Vol. WT, 1824 


Diet theories—It is not surprising 
that so downright a dietary policy as 
this should have opponents of very 
strong views. In this country Dr. 
Sylvester Graham promoted the health- 
giving properties of the whole-grain 
flour that is still sometimes known by 
his name. Only cease refining away the 
most valuable part of the wheat berry, 
he pled, with considerable truth, and 
you will rescue civilized man, now 
condemned to the vitiated white loaf. 
A whole school of thought grew up, 
more absolute in its views than he, 
which held that flesh foods should be 
ivoided, and that ingenuity in the use of 
natural foods, especially whole grains, 
would both prolong life and make it 
worth the living. Many curious and 
interesting theories about food flour- 
ished, but most of them were not des- 
tined to very long life (how many read- 
ers could still tell what it means to 
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Fletcherize, or describe who or what 
Banting was?) The devotion to whole- 
grain cereal foods as the chief element 
of diet was not only to persist but was 
to alter the breakfast menu on what 
looks like a permanent basis. 


The promotion of oatmeal preceded 
that of other cereals by many years, 
having got under way back in the ’50s. 
This story, while fascinating in itself, 
would take us too far from Battle 
Creek. However our own story must 
mention a Dr. Jackson of Danville, 
New York, who was feeding his 
patients on home-made crackers in 
1875, and on a cereal, Granula, whick 
he made from the ground left-over 
crackers of the day before. The partial 
dextrinization of the baking process 
imparted a pleasant flavor, and the 
thorough baking overcame, he felt, the 
health hazards of white bread. In the 
hospital where this regimen was carried 
out there was a young interne from 
Battle Creek, Michigan, named John 
H. Kellogg. He had a special reason 
for being impressed by an easily pre- 
pared and easily digested health food. 
This reason had to do with the town 
from which he came. 


Dr. John Harvey Kellogg 


Battle Creek, in the early days, had 
close affiliations with a number of 
minority religious groups, among which 
there were many people with convic- 
tions on the subject of food, having to 
do with abstinence from meat and 
stimulants and a strict reliance upon 
grains, nuts and foods of vegetable 
origin. These people supported the 
Health Reform Institute, founded ir 
1863 and dedicated to these dietary 
principles. The Institute was to grow 
into the Battle Creek Sanitarium, and 
in 1876 Dr. John Harvey Kellogg be- 


came its medical director. For more 
than fifty years he held this position, 
paying special attention to the thera- 
peutic effects of a carefully regulated 
diet for various ailments. His interest 
extended to the formulation of diet 
regimens for people in good health also. 
A chief concern of his was the develop- 
ment of meatless foods that would be 
at once rich sources of high-grade pro- 
tein and also partake of the satisfying 
characteristics of sirloin steak. Relying 
on the protein of wheat and peanuts 
and a variety of ingenious seasonings, 
he produced several vegetable entrees 
that served the purpose. There de- 
veloped under his direction an entire 
dietary system, free of flesh food con- 
notations, free even of the degree of 
stimulation provided by the thein in a 
cup of tea (for this he substituted 
“Kaffir Tea”, the dried twigs of the 
South African Rooibusch, a traditional 
drink of the Capetown area). 

A former research food chemist, now 
retired, who had worked closely ‘with 
various aspects of the health foods 
industry in Battle Creek, writes with 
considerable frankness of Dr. Kellogg: 


His vegetable proclivities impelled 
him to make various meat substitutes 
such as Protose, Nuttose, Bromose, Nut 
Butter and Nuttolene, all of which 
contained peanuts. He was so imbued 
with the idea of vegetarianism that even 
butter was denied to the employees at 
the Sanitarium for fear they might lose 
in health and strength if they did not 
partake of his famous health foods. 
We had Nut Butter for butter, Protose 
for meat, Nuttose for chicken and Nut- 
tolene for fish. We all had one 
glorious round of gastronomy with the 
humble peanut as a basis of our per- 
petual dietary, and some of us still live 
to tell the story. 

(From an article by John K. Lippen) 


Dr. Kellogg was a man of many 
talents, an able administrator, skillful 
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surgeon, a prolific writer in support of 
his theory of healthful living, and a 
philanthropist who adopted, reared and 
educated in his own home forty-two 
foster children from all over the world. 
His wife, a nutritional expert in her 
own right, supervised the sanitarium 
kitchen and the cooking school which 
carried out experiments that were to 
have a far-reaching effect. 


The Battle Creek Food Company 


In order to serve the continuing 
needs of his patients when they went 
home, Dr. Kellogg decided to produce 
these foods for sale outside the Sani- 
tarium. In 1889 he developed the 
Sanitas Nut Food Company, later 
known as the Battle Creek Food Com- 
pany. The foods were then, and still 
are today, sold both at retail and by 
direct mail. The company handles a 
large and varied line of health foods, 
not confining its attention to whole 
grains and meat substitutes. It markets 
a group of high-quality water-pack 
fruits and salt-free vegetables, as well 
as vitamin preparations and laxatives, 
in addition to the products already 
discussed. Its distribution is national 
and its promotional methods and out- 
look still closely reflect the founder’s 
ideas on diet reform. It should be 
mentioned that some of the foods are 
extremely palatable, and reproduce 
with considerable success the satisfying 
qualities of meat products. Notable in 
this respect is Savita, a flavoring agent 
and condiment, which can impart to 
broth the precise taste of beef. It is 
also interesting to recall that Dr. Kel- 
loge was the inventor of that American 
standby, peanut butter, but due to his 
feeling for professional decorum he did 
not patent this or his other foods. 
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Ready-to-eat cereals—If this were 
the whole Battle Creek story, it would 
be one of fairly simple straight-line 
development. But this is far from the 
case. The community was a hot-bed 
of health theories and diet interests. 
It contained several other spas beside 
the Battle Creek Sanitarium, and in 
such an atmosphere the idea of eating 
for health flourished like the green bay 
tree. It was almost inevitable that the 
health food industry in such a place 
would become a complicated and com- 
petitive one. Which brings us to 
flaked breakfast cereals and _ their 
ramifications. One night in 1895 Dr. 
Kellogg, disturbed because a patient 
was threatening to sue him for prescrib- 
ing some zwieback that broke her 
teeth, dreamed (literally) of a method 
for making whole-grain foods that 
could be consumed without this haz- 


Samples make sales: Post covers the country in 1909. 


ard. Next morning he turned vision 
into actuality by forcing a soft mass of 
boiled wheat through a dough-rolling 
machine and baking the thin film thus 
obtained to a flake-like consistency. It 
had a pleasant taste due to the partial 
dextrinization of the starches in cook- 
ing. Later, trial and error were to 
show that malt improved both the 
texture and flavor of the product. 


W. K. Kellogg 


It was another Kellogg, one whose 
facsimile signature has long been 
familiar to all of us, who brought the 
ready-to-eat cereal into internationa! 
prominence. W. K. Kellogg, younger 
brother of the doctor, had been busi- 
ness manager of the Sanitarium and 
of the associated food company for a 
number of years before he went to work 
in the laboratory on foods derived 
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from other grains than wheat. He 
became convinced that the commercial 
possibilities of corn flakes should be 
explored. After helping his brother 
raise funds for a new Sanitarium after 
a fire in 1902, Mr. Kellogg began to 
devote his entire attention to the cereal 
business. In 1906 he organized the 
Battle Creek Toasted Corn Flake Com- 
pany which later became the Kellogg 
Company. From the beginning W. K. 
Kellogg was a passionate believer in 
the power of advertising. He devoted a 
third of his capital to this end even be- 
fore his cereals were in distribution 
and instituted the use of his signature 
to stave off competition. 


There was need for extraordinary 
determination, as the flaked foods 
industry was already running at full 
steam in violent competition. The 
original wheat flakes were being ex- 
ploited by other companies—some fifty 
in Battle Creek alone were organized to 
produce breakfast foods around 1902. 
Oat products and the familiar popped 
or puffed cereals were in the market 
early. However, W. K. Kellogg’s firm 
really had something different. Even 
the inevitable rise of competition in 
tuus new cereal line did not shake his 
confidence in the uniqueness of his 
product. On the 4th of July, 1907, the 
business was really booming: 4,000 
cases of cereal produced the day before, 
300 carloads of orders still to be caught 
up with. At that point the plant 
burned to the ground. Mr. Kellogg 
was forty-seven. He had been working 
hard for thirty-three years and did not 
intend to stop now because of a mere 
conflagration. That same day he 
telephoned a Chicago architect and laid 
plans for a new building, chose the 
site the next day and financed it the 
following week. 


World-Wide Industry and Philan- 
thropy—So through prosperity and dis- 
aster, and always in the face of compe- 
tition, the company grew. Its Sweet 
Heart of the Corn (an inspired slogan 
and picture) became familiar through- 
out the country, and full use has been 
made all through the firm’s history of 
the talents of popular artists: see the 
fine aristocratic disdain on the face of 
the 1909 Howard Chandler Christy 
heiress who has been offered a sub- 
stitute brand. One of the factors in 
Kellogg’s early success was limiting the 
number of products and hammering 
home the merits of a single familiar 
one. It was not until 1912 that a 
second item, toasted wheat flakes, was 
introduced as Krumbles, and an 
evanescent cereal drink was put out 
under the name of Drinket. As time 
went on other products were added, 
and international expansion was 
stressed. At the present time the follow- 
ing plants are in operation outside this 
country: London, Ontario; Sydney, 
Australia; Querétaro, Mexico; domestic 
plants are also located in Omaha, 
Nebraska; Lockport, Illinois; San Lean- 
dro, California. This coverage of the 
planet is indeed a far cry from the 
company’s beginnings. 

It should certainly be mentioned in 
connection with the life of W. K. Kel- 
logg that he was a very generous and 
far-sighted individual. Through the 
Foundation which bears his name 
people are helped to help themselves, 
thus continuing his efforts on behalf of 
humanity. The Kellogg Center for 
Continuing Education, on this campus, 
is but one of the contributions made by 
the Foundation. It would be impossible 
to deal adequately with the services 
of the Foundation within the scope of 
this article. In keeping with the inter- 
ests of its founder, it devotes its re- 
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sources to rural and urban community 
projects rather than to research. 


C. W. Post 


Now we must go backward to the 
year 1891 and the Battle Creek Sani- 
tarilum. Among the patients at that 
time was a complex and ingenious man 
whose fierce imaginative drive and 
failures in the fields of business and 
invention had brought him to a state 
of collapse with a nervous stomach. 
He responded physically to Dr. Kel- 
logg’s health regimen, and equally did 
he respond mentally to the idea of 
health foods. The cause assumed for 
him the overtones of a crusade. 


on 





The package of the genuine bears this signature 


Ue K weak 


The insistent customer, 


Fe 


Post had found a purpose in life that 
called equally upon his reformer’s con- 
victions and his inventiveness. It is an 
extraordinary thing that two men who 
were to play such decisive parts in the 
Battle Creek story should be so unlike: 
W. K. Kellogg, hard-working, practical, 
philanthropic, self-effacing; C. W. Post, 
intense, mystical, intellectualistic, and 
self-dramatizing. Yet from these dis; 
parate people there developed busi- 
nesses that today have very similar 
aims, methods and products. 


Monk’s Brew—Post started out with 
a hot drink that would substitute for 
coffee. The idea of parched grain 
drinks whose heavy roast and rich 
color would simulate coffee was not 
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1900's. 


a new one. The embattled Con- 
federacy, cut off from its beverage by 
the Yankee blockade, had relied upon 
such a brew. So had many a frontier 
or farm family too poor to buy coffee. 
It is uncertain if Post knew of this, how- 
ever. He experimented till he was 
satisfied, roasting, grinding, flavoring— 
and finally he put on the market in 
4895 a product that was to start him 
on the road to fortune. His religious 
proclivities prompted the first name, 
Monk’s Brew. Somehow the American 
people did not want to drink what 
monks drank. The name was changed 
to Postum; anyone who has been a 
child knows what it is. It was followed 


by Grape Nuts in 1898, and this too 
Post developed 


has a curious history. 


Post Toasties and 1 


so golden-tasting, so 
Mother, and tell the 


For g 


ns 


The insistent customer, 
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> man you war 


iness sake — get Post Toasties! 


it in allegiance to another food theory, 
the idea called Fletcherizing after the 
Canadian Horace Fletcher, who 
believed that all food should be chewed 
to a thin gruel before being swallowed, 
to the vast benefit of the digestive tract. 
If this were true, and Post believed it, 
it would follow that the harder the 
food the more chewing would be 
needed and the more health would 
result. So came Grape Nuts, a real 
challenge to the human maxillary 
equipment, and incidentally a really 
delicious dish. Why the name? The 
nutty consistency is self-apparent, and 
Post mistakenly believed that grape 
sugar was developed during the process 
of roasting the wheat and barley. At 
this point one may note another curious 


Here's a young lady who brooks 






no interference with her lawful rights. 


mes to corn flakes, it's gotta be 





some more —r 


1950's. 








comparison between Post and Kellogg: 
the former made a name for himself 
by increasing the problem of mastica- 
tion, the latter by decreasing it! 

Post Toasties (originally Elijah’s 
Manna—and without much sales value 
under the religious name) was added 
to the line—a corn flake product subtly 
different from that of Kellogg. In 1912 
came Instant Postum. Curiously 
enough this predated instant coffee by 
some thirty years at least. Post died 
in 1914 after a spectacularly success- 
ful career in the cereal industry. His 
success came late, like Kellogg’s, but 
he was not to enjoy it so long nor live 
to an age when he might have turned 


his interests toward wider humanitarian 
fields. 





Faith in Advertising—Comparisons 
between the two men are irresistible. 
One more should be mentioned, and 
this in an area where they were alike 
rather than different. This is the 
great faith they shared in advertising. 
It is impossible not to attribute a large 
part of their success to this allegiance 
to the power of dramatic reiteration, 
for they were only two manufacturers 
among a hundred competitors, many 
of them exploiting the same cachet of 
the Battle Creek address, and _ all 
promoting foods fairly similar in kind. 
Post made his slogan, There’s a Rea- 
son, as familiar to every magazine and 
newspaper reader as was the Sweet 
Heart of the Corn and the bold Kellogg 
signature. Other firms pushed adver- 
tising, but none of those in Battle Creek 
as assiduously as these two. 

Today Post Cereals is a division of 
the giant food empire known as 
General Foods, one of the foremost 
processors in the country. Indeed, it 
was the Post firm that instigated the 
amalgamating process through which 
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the corporation arose: it is, so to speak, 
primus inter pares. Into the corpora- 
tion it also brought the Battle Creek 
firm which Post had organized in 1899 
to supply his factory with packaging 
materials. Today this Carton and 
Container Division of General Foods 
manufactures over 230 different types 
of cartons for General Foods products 
and others. 


The relative size of the two cereal 
firms today can be measured by the 
number of their employees. Post has 
over 2,700, Kellogg more than 4,000 
in Battle Creek alone. Kellogg is the 
largest plant of its kind in the world. 
but Post’s size must be measured in 
terms of the tremendous corporation 
of which it is a part. Both firms have 
outstanding employee _ relationships, 
many benefits and carefully supervised 
working conditions. Among smaller 
firms in the cereal business in Battle 
Creek there should be mentioned the 
local plant of the Ralston Purina Com- 
pany of St. Louis. Here is manufac- 
tured a variety of ready-to-eat cereals. 
The firm employs approximately 200 
people. 


The Product: Why it Succeeded 


After all this; what of the product? 
Exactly what need does the modern 
American breakfast food fill? It will 
be readily noticed that the emphasis 
in promoting prepared cereals hag 
shifted imperceptibly over the years. 
No longer are they touted as thera- 
peutic agents with spiritual as well as 
nutritive value. Little is said any 
longer about acidity, alkalinity, the 
mysteries and drama of the human 
colon, and the horrors of autointoxi- 
cation brought on by heavy protein 
breakfasts. The cereals are now pro- 
moted in what seems both a rational 
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View of the extensive Kellogg plant. 


and a light-hearted fashion, for their 
convenience, dependability, mineral 
content and flavor. Tie-up with the 
sprightly work of commercial artists 
is a strong point. Vitamin addition is 
based on impeccably accurate scientific 
authority, and is mentioned in advertis- 
ing with discretion and decorum. In 
short, these foods are marketed for 
what they are: nutritious components 
of a general diet rather than substitutes 
for more sinister foodstuffs. 

Certainly an element in the success 
has been the long-waged agitation for 
food purity and packaging, a crusade 
carried on by reformers, manufacturers 
and women’s magazine editors alike, 
culminating in the Wiley Bill that be- 
came the Pure Food and Drug Act of 
$906. Packaged breakfast foods, the 
consumer came to realize (not without 
prompting) were free from the danger 
of contamination, nor have the makers 


ever been slow to capitalize on the truly 
fantastic degree of cleanliness with 
which the products are handled in the 
making. To appreciate the faith we 
all have in the standard of quality 
maintained by the processor, one 
should live for a while in a country 
where the native foods are never to be 
completely trusted on this score, and 
note how he tends to gravitate to the 
packaged American food on the foreign 
grocer’s shelf. 

Speaking of the grocer’s shelf, the 
location of this has played a part in 
changes in package design in the last 
decade. The supermarket took pack- 
ages off high shelves back of the 
counter and put them at eye level and 
arm’s reach for the customer. It was 
inevitable that packaging emphasis 
should then shift from a standard lay- 
out, recognizable ten feet away, to a 
dramatic, appealing, four-or-five-color 








10 BUSINESS TOPICS 


package, subject to change without 
notice and dreadfully cluttered with 
offers of space guns and sets of foreign 
license plates. It didn’t take the 
advertising departments long to catch 
on to who was riding in Mama’s gro- 
cery cart and reaching down the pretty 
boxes. Mama has caught on, too, but 
much good may it do her. 


What is a Corn Flake?—For the 
sake of the man from Mars who is 
genuinely unacquainted with prepared 
breakfast food, let us close by describ- 
ing the actual nature of a corn flake. 
It comes from the distinctive American 
plant maize, unique among the world’s 
cereals in being so thoroughly domes- 
ticated that it cannot live without man’s 
aid. 70% of the world’s corn is 
grown in this country, and the best of it 
is a hybrid of great yield and high 
quality. Minus its germ and bran 
coating, the endosperm alone (truly 
the sweet heart of the corn) is ground 
to make hominy grits of uniform size. 
These are mixed with flavoring, niacin 
and riboflavin, to restore whole-grain 
vitamin values, and cooked in steam 


cookers. Drying and tempering then 
prepare them for rolling between 


massive steel rollers exerting tre- 
mendous pressure. The fascinated 
visitor-on escorted tour of the plant 
can see the large pale flakes emerge, 
to drop into the toasting oven. Thence 
they come forth as the familiar golden 
breakfast product. 

Intricate packaging machinery en- 
velops them in a waxed bag and a 
cardboard box and seals them. Fron 
kernel to package as much as 24 hours 
may elapse, during which period the 
grain has travelled over 514 miles of 
conveyor system, untouched, needless 
to say, by human hands. 

Other breakfast foods may be made 
of wheat, rice, barley, or oats, and 
may be popped, shredded or puffed, 
but we are likely, from long familiarity, 
to think of corn flakes as the most 
typical. Jt symbolizes the American 
breakfast, and it is not accident that 
it does so, but a combination of a good 
product, ingenuity to improve it, and 
skill to keep it in the public eye. 


Background information for this article 
was generously furnished by Josephine F. 
Williams, H. E. List, Marguerite Swallen 
and Walter N. Chimel of Battle Creek, and. 
by K. E. Garrison of St. Louis, to all of 
whom my thanks are extended. 





HEALTH FOODS, PRE-BATTLE CREEK STYLE 


To make an artificial asses milk for use in the treatment of consumption. 


3ruise eighteen garden snails, with 


one ounce of hartshorn shavings, 
one ounce of eryngo-root, 
one ounce of pearl-barley. 


30il these in six pints of water down to half the quantity. 


half of syrup of tolu. 


Add one ounce and a 


Take four ounces, morning and evening, mixed with four ounces of fresh milk from 
. 5 . . . . 
the cow. The snails may be omitted, or their use concealed from the patient. 


The Family Oracle of Health, Vol. I, 1824 


1955 TAX LEGISLATION 


By HOWARD D. HAMILTON* 


As taxpayers and citizens we want to keep abreast of changes 


in Michigan’s tax laws. 


Here is a valuable summary of tax 


legislation that was (and was not) enacted in 1955. 


An unusual volume of tax legisla- 
tion occurred in the 1955 session of 
the Michigan Legislature. Principal 
measures were the Highway Construc- 
tion Finance Act (P.A. 87) and the 
amendments to the Business Activities 
Tax Act which substantially revised 
that infant tax and accorded it a per- 
manent place in the state’s revenue 
structure (P. A. 282). In addition, 
significant modifications were made in 
the general property, sales, use, inheri- 
tance, cigarette, and trailer park tax 
laws. 

Highway Act 

The tax aspects of the highway 
legislative battle were subordinate to 
the expenditure issues. Although the 
Governor and some legislators were 
reluctant to raise the gasoline tax, the 
heat was generated over how the new 
highway fund pie should be cut and 
whether the augmented highway con- 
struction program should be financed 
on a pay-as-you-ride basis or by a 
large bond issue. The latter question 
became a partisan battle, inidtiated by 
Governor Williams’ slogan of “building 
vomorrow’s highways today” (with to- 
morrow’s revenue). Republican lead- 
ers vigorously squelched the Governor’s 
efforts to get a $500 million bond 
referendum on the spring election 
ballot, but the resulting statute author- 
izes extensive use of bonds. 





Dr. Hamilton is Research Analyst, State 
of Michigan, Department of Revenue. The 
views expressed are those of the author, not 
of the Department of Revenue. 


The paramount question was how 
should the money be apportioned and 
used. This was the sharpest rural- 
urban conflict since the reapportion- 
ment controversy. Rural representa- 
tives sought to have the new revenue 
distributed by the Motor Vehicle High- 
way Fund formula (37% to county 
road commissions, 19% to municipal- 
ities, 44% to State Highway Depart- 
ment). Failing that, they sought to 
defer action until after the highway 
study report due this fall. In the latter 
weeks the struggle became largely an 
intra-Republican Party matter, the 
Democratic Party being nearly unani- 
mously urban (with some UP dissent). 
The stalemate was broken by a coali- 
tion of urban Republicans (from cities 
on the designated trunk-lines) and 
Democrats, which used the discharge 
rule successfully for the first time since 
1912 to pry the Coleman bill out of 
the House Roads Committee’s pigeon- 
hole. 


The Highway Construction Finance 
Act of 1955 imposes a tax of 1%4 





lIrrespective of the merits of the Coleman 
bill, the resurrection of the discharge rule 
was a healthy precedent for democratic 
government in this state. By hoary custom 
the Legislature had nullified the discharge 
rule and Sec. 15, Art. V of the Constitution, 
thereby giving each committee absolute 
decision over bills within its purview. Too 
frequently and too long the democratic 
process has suffered from committee tyranny. 
Anguished cries of some legislators that the 
discharge rule spells anarchy and dooms 
the committee system are as exaggerated as 
the report of Mark Twain’s death. 


[11] 











12 


2 BUSINESS TOPICS 








cents per gallon on gasoline and lique- 
fied petroleum gas (but not on diesel 
fuel, already taxed 6 cents) and a 
weight tax on commercial vehicles 
(trucks and busses) scaled from 5 
cents to 25 cents per 100 pounds, thus 
raising the gasoline tax to 6 cents per 
gallon and the commercial vehicle 
weight tax by approximately 10%. 
These taxes, which became effective 
on June 1, should yield approximately 
$35 million in the fiscal year 1955-56, 
with subsequent annual increments of 
about 10% on the basis of prevailing 
trends. 


Proceeds of the HCF Fund are 
allocated 75% to the state highway 
department and 25% to local govern- 
ments, of which ¥% goes to municipal- 
ities and % to the county road com- 
missions, under the complex priorities 
formulae of the Motor Vehicle High- 
way Fund Act of 1951. All proceeds 
may be used only for construction or 
reconstruction and incidental bond 
financing. The state portion is to be 
used exclusively on certain major 
trunklines enumerated in the act: 
Michigan portions of the federally 
designated interstate highway system 
and eleven other state trunklines.? 


“Federal interstate highways aggregate 
900+ miles and consist of U. S. 12 and U. S. 
16 across the state, the Toledo expressway 
and U. S. 25 to Port Huron, the route from 
Detroit to Sault Ste. Marie, U. S. 31 and U. 
S. 21 from Grand Rapids to Benton Harbor, 
and a new highway from Kalamazoo toward 
South Bend. The act also designates the 
following routes: “U. S. 27 from the Indiana 
border to junction with M-76, U. S. 127 
from the Ohio border to Lansing, U. S. 23 
from Ohio border to Flint, U. S. 223 from 
Ohio border to U. S. 127, U. S. 131 from 
Indiana border to Cadillac, U. S. 31 from 
Indiana border to St. Joseph, U. S. 31 from 
Holland to Ludington, M-53 from Detroit 
to Imlay City, M-21 from Flint to Port 
Huron, M-78 from Flint to Lansing.” 





Not less than 40% of the state con- 
struction shall be on urban trunklines 
through and by-passing incorporated 
cities and villages. 

To expedite the program, the Act 
authorizes both the state highway com- 
mission and the local governments to 
issue bonds, secured and redeemable 
by future revenue from the Fund, a 
carbon copy of the Detroit Expressway 
financing. For each party the bond- 
ing ceiling is “such amount as may be 
serviced as to the maximum annual 
principal and interest requirements by 
one-half of the receipts” of such party 
from the Fund during the fiscal year 
preceding issuance. 

The Act was a distinct triumph for 
urban interests and legislators and for 
Governor Williams and other advocates 
of trunkline development. However 
it also was a rather satisfactory com- 
promise, combining pay-as-you-ride 
and bonding, and apportioning some- 
thing to local governments while con- 
centrating the bulk on the really im- 
portant highway projects. Although 
critics noted that the designated high- 
ways are mostly in southern Michigan, 
only one strip in the Upper Peninsula, 
proponents replied that the Fund would 
enable use of a larger portion of the 
regular State Trunkline Fund on the 
other trunklines. 


Business Activities Tax 


In raising additional general revenue, 
the Legislature considered a three-item 
menu, consisting of proposals from the 
House Taxation Committee, the Senate 
Taxation Committee, and Governor 
Williams. After five months of heated 
controversy, the exhausted Legislature 
selected the House Committee’s bill 
and the Governor accepted it—with 
some criticism but no great pain, 
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The Governor’s tax message played 
the familiar corporate profits tax 
theme with one new variation. He 
proposed to raise $40 million addi- 
tional revenue by (1) enactment of a 
5% corporate income tax, (2) repeal 
of the corporate franchise tax, and (3) 
exemption of corporations from the 
Husiness activities tax, thereby render- 
ing that levy a complementary unin- 
corporated business tax. Many small 
corporations and all unincorporated 
business would have fared better under 
this plan than under the House and 
Senate bills. The corporate profits tax 
bill was defeated in the House by one 
vote. 

The Senate Taxation Committee 
proposed to raise $12 million addi- 
tional revenue by increasing the busi- 
ness activities tax rate from 4 mills to 
5 (utilities from 1 mill to 1%). Before 
passage in the Senate, the bill was 
amended to substitute a two factor 
interstate business allocation formula 
—sales and property—for the prevail- 
ing single factor—sales—formula. 

The House Committee’s bill con- 
templated $30 million additional 
revenue by raising the rate to 7 mills 
{2 for utilities) and substitution of a 
three factor interstate allocation 
formula—sales, property, and payroll. 
The House—Senate conference, com- 
mittee settled on 614 mills regular rate 
and 114 mills for utilities, and selected 
the three factor formula. 

Both bills proposed to permit deduc- 
tion of depreciation or amortization, 
however, the Act allows such deprecia- 
tion or amortization only for real prop- 
erty, not for machinery or equipment. 
It is the view of the Department of 
Revenue that it does not contemplate 
any depletion allowance. This amend- 
ment remedied one of the frequently 
mentioned inequities in the original law 


which permitted deduction of rental 
costs but not depreciation, thereby 
favoring firms operating in rented 
buildings. 

Another amendment of the tax was 
made for the benefit of service firms. 
Generally service firms and professional 
persons use the statutory option of a 
flat deduction of 50% of taxable gross 
receipts, because their deductions 
otherwise would be scant. This pro- 
vision was augmented by a provision 
that any taxpayer whose payroll 
exceeds 50% of his gross receipts may 
take an additional deduction of 10% 
of his gross receipts or one half of the 
excess, whichever is smaller. 

The most warmly controverted point 
was the interstate allocation formula. 
Numerous taxpayers vehemently 
criticized the one factor formula as dis- 
criminatory, a loophole for circumven- 
tion, of dubious constitutionality, and 
less reliable and equitable than a three 
factor formula. Proponents of a two 
factor formula contended that the pay- 
roll and property factors correspond 
so closely in operation that only one 
of them should be used. This issue 
became a tug of war between taxpayers 
favoring the competing formulae. 
Although the Department of Revenue 
emphasized that the decision should 
rest exclusively on intrinsic merit, the 
fact that the three factor formula would 
yield $6 million or more revenue may 
have influenced the matter. The en- 
acted formula is the tax trinity—pay- 
roll, capital investment, and sales— 
with one variation: the sales factor is 
sales destination. 

The business activities tax appears 
to have become a permanent feature 
of the Michigan revenue system and 
the flexible element thereof. The 1955 
revisions, in addition to striking the 
expiration date, have materially 
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strengthened it. The present law and 
rates will yield approximately $60 mil- 
lion. This is more than the yield of the 
corporate income taxes in all but two 
states, although it is dwarfed by the 
$300 million yield of the sales and use 
taxes in Michigan and by the $214 
billion which France collects from a 
similar value-added tax. 


Sales and Use Tax Amendments 


Two sales and use tax amendments 
concern construction contractors per- 
forming public contracts or projects 
for industrial processors or agricultural 
producers. Heretofore contractors 
engaged in contracts for the latter 
parties have secured sales tax licenses, 
purchased supplies and materials tax 
free as being for resale, and then 
deducted such items on their sales tax 
returns. The 1955 amendment author- 
izes contractors to buy goods tax free 
by furnishing sellers with an affidavit 
that the goods are for such a project. 
Thus contractors will not need a sales 
tax license in order to secure the 
exemption. 

The same statutes (Acts 235, 236) 
also provide that machinery and mate- 
rials used on such projects will be 
exempt only if completely used or con- 
sumed in the fulfillment of a single 
contract. This merely reenforces a 
recent court decision and the policy of 
the Department of Revenue. 

Two amendments concern motor 
vehicle sales. One exempts from the 
use tax any automobile purchased out- 
side the state by a Michigan resident 
while in military service, if he has paid 
another state’s sales tax. This amend- 
ment (Act 235) has slight revenue 
consequences, but the other one (Acts 
76, 77) may entail a considerable 
revenue loss. It exempts vehicle sales 


by Michigan dealers to non-residents, 
delivered in Michigan, provided the 
purchaser obtains from the Secretary 
of State a special registration for 30 
days, supported by an affidavit that the 
vehicle is purchased for out-of-state 
registration. 


Other sales and use tax amendments 
require charitable institutions to fur- 
nish seller’s exemption affidavits and 
to agree to reimburse the seller if the 
exemption is disallowed (Act 76); 
exempt sales of artificial limbs and 
eyes when custom made for a disabled 
person (Act 76); exempt sales of 
water delivered by tank in quantities 
of not less than 500 gallons (Act 236); 
and free gasoline dealers from tax 
liability for any taxable use of gasoline 
purchased tax free by a farmer for 
agricultural producing, if the dealer 
has received an exemption affidavit. 
In the latter situation, the farmer is to 
remit the tax directly to the Depart- 
ment of Revenue, or it is to be deducted 
by the Secretary of State’s office from 
gasoline tax refunds (Acts 131, 136). 


Other Taxes 


The momentous decision of the 
Supreme Court that the 15 Mill 
Amendment applies to state equalized 
valuations rather than county equal- 
ized valuations has necessitated adjust- 
ment of the property tax calendar 
(Pittsfield School District v. Wash- 
tenaw, 341 Mich. 388). In order that 
county tax allocation boards may know 
the state equalized valuation for the 
current year, the meeting dates of the 
State Board of Equalization have been 
moved forward. Hereafter the State 
Board shall make its preliminary equal- 
ization on the 2nd Monday in May and 
its final determination on the 4th Mon- 
day (Act 17). The county tax alloca- 
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tion boards shall make their prelim- 
inary millage distributions on the 3rd 
Monday in May and shall hear any 
appeals by the Ist Monday in June 
(Act 18). 


The scope of the veterans’ homestead 
tax exemption was expanded. This ex- 
emption of the first $2,000 of home- 
steads of less than $7,500 assessed val- 
uation was extended to Korean War 
widows and disabled veterans. The 
exemption for soldiers and sailors in 
service and one year thereafter was 
modified to apply to 1 year on any 
homestead acquired within 5 years after 
discharge (Act 46). 

The trailer coach park license fee 
was raised from $1.50 to $2.50 per 
month per occupied trailer space (Act 
216). The proceeds of this in lieu of 
general property tax levy are distributed 
50% to the school district, 25% to 
the county, and 25% to the munici- 
pality. This raises the tax to essentially 
$30 per housetrailer, equal to the tax 
on many residences, and considerably 
higher in relation to actual valuation. 

Other minor amendments authorize 
the Department of Revenue to change 
inheritance tax forms; provide that the 
inheritance tax statute of limitations 
shall not begin running until final 
determination of tax is entered by 
the probate judge or, in case there is 


no order, from the date of order assign- 
ing the estate; and expands the retal- 
iatory features of the cigarette tax act 
by denying a Michigan license to any 
wholesaler from a state which has 
denied a license to a Michigan whole- 
saler for reasons other than violation of 
state laws. 

Of some significance are the tax 
measures not enacted. The more 
important bills which failed in the 
1955 session proposed to: adopt a 
corporate income tax, grant authority 
for counties to transfer property tax 
assessment from township supervisors 
to a county assessor, increase state in 
lieu of tax payments on swamp lands 
from 10 cents to 20 cents per acre, 
grant property tax exemptions to old 
age assistance recipients and_ blind 
widows, reduce the intangibles tax rate 
for persons over 65, transfer adminis- 
tration of motor fuel taxes from the 
Secretary of State to the Department of 
Revenue, substitute an estate and gift 
tax law for the present inheritance tax, 
modify the administrative procedures 
for assessing mines, change the corpo- 
rate franchise tax interstate allocation 
formula, grant assessors access to sales 
tax returns, and exempt certain border 
cities from the sales tax. One tax 
bill, to repeal the graduated chain 
store license fee, was vetoed by the 
Governor. 











A SWEET INDUSTRY 
WITH SOME SOUR NOTES 


There used to be a story about a man 
with a flair for amateur detective work 
who could look out the train window 
when approaching a town and estimate 
the number of old maids in that com- 
munity. 

His deductive process started with 
the sighting of a field of red clover in 
bloom, and ran something like this: a 
good stand of red clover means lots 
of bumble bees, for they are the insects 
that pollinate it most. Lots of bumble- 
bees means few field mice, which 
prey on them. Few field mice means 
lots of cats hunting them. Lots of cats 
means lots of old maids with pets. 
Therefore ......! 


May be no basis in fact for this, but 
it does point up a serious aspect of 
present day conditions in Michigan 
agriculture. Without the cross-pol- 
lination domestic and wild bees carry 
out in their search for nectar, our fruit 
and vegetable industries would be 
crippled. Grapes, to be sure, are air- 
pollinated and would not be affected, 
and navy beans pollinate themselves, 
but the pickle industry would cease to 
exist without bees; there would be no 
vegetables of the cucurbit group at all, 
and no legumes, while tree fruits and 
raspberries and strawberries would 
vanish. Wild fruits, like the service- 
berry, wild plum and wild cherry would 
be gone, also, and the resultant effect 
upon the bird population would be 
very severe. 

The truth is that pollination is as 
important an agricultural factor as 
sunlight and good soil, and its benefits 
are universal. Yet in this state and 
elsewhere the honey bee is being treated 
as a stepchild instead of a modest and 


indispensable farmhand. Not only is 
hay being cut earlier, but improved 
methods of harvesting have reduced 
haying time from two weeks to two 
days, giving bees no chance to work 
the clover and alfalfa. Moreover 
there are now fewer fence-corners and 
uncultivated borders, and the use of 
the power mower has increased lawn 
areas at the expense of waste subur- 
ban land. Things are tough all over 
for the honey bee. Another adverse 
feature in Michigan is the decline in 
the growth of sweet clover, the queen 
of honey plants. Farmers grow much 
less of it than formerly because it is 
susceptible to the attacks of the sweet 
clover weevil. 

The northern part of the Lower 
Peninsula used to be famous for pro- 
duction of a light-colored and savory 
honey from the fireweed, wild rasp- 
berry and milkweed that flousished in 
cut-over and burned-over land. Of 
these plants, the first two have tended 
to be crowded out. In the thirties of 
this century we had so much buck- 
wheat honey—dark, pronounced in 
taste, preferred by those of Central 
European background—that it was a 
drug on the market. At the present 
time there is far too little of it to satisfy 
the demand. One of the best of our 
honeys is basswood, which yields a 
large crop in some years but little in 
others. And lest the picture be entirely 
one of the decline of modern times, we 
should note the rise in the crop of a 
fine mild yellowish honey from the star 
thistle, which is increasing in waste 
places, as for instance in Oakland 
County. 


[ 16] 





If you want to do yourself and 
others a good turn increase your con- 
sumption of honey, thus increasing the 
demand for more colonies of bees, to 
the benefit of our agriculture. Some 
farmers will lend a beekeeper space for 
a colony in exchange for a little honey, 
while others will even pay a beekeeper 
to use their land. There is some migra- 
tory beekeeping in the state, with 
colonies being moved from orchard to 
orchard in blossom time, for the bene- 
fit of the fruit grower. Back in the 
nineties W. Z. Hutchinson of Flint was 
taking his bees out by train to forested 
areas, to take advantage of the fire- 
weed and wild raspberry already 
mentioned. 


As for statistics: Michigan ranks 
approximately eighth in honey produc- 
tion, averaging between eight and ten 
million pounds a year. Approximately 
75% of the honey is sold in liquid 
form, as is also true of the country as 
awhole. The reason? After 1906, the 
Pure Food and Drug Act made the 
consumer more confident than he had 
hitherto been that liquid honey was 
unadulterated. More recently, the 
standardizing demands of the super- 
markets have served to promote the 
use of the more eye-appealing strained 
product. Finally, comb honey is bulky 
and delicate, demanding more careful 
packaging and handling. It’s merely 
a matter of habit that we like our honey 
liquid rather than granulated—for 
Canadians buy 75% of theirs gran- 
ulated, just reversing our proportion. 
They produce it by a method for fine 
granulation invented by Dr. Dyce at 
Cornell in 1931. (The patent on this 
process brought the University more 
money in royalties than any other pat- 
ent ever in its possession.) “Spun- 
honey”, a commercial product growing 
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in popularity here, is produced by this 
Dyce method. 


Industries make considerable use of 
honey. Bakers got to relying on it 
during the war-time sugar shortage, and 
liked the qualities it imparts to baked 
goods: moisture retention for fresh- 
ness, rich color and texture of crust, 
and improved flavor. They also made 
use of the psychological value of its 
“health-giving” qualities in their 
advertising. Home canners and the 
best of chefs and home cooks know 
what honey imparts to the flavor of 
fruits and salads and desserts. Lastly, 
the tobacco industry likes its humec- 
tant property: it acts as a hygroscopic 
agent in attracting and _ retaining 
moisture. 


You may not live any longer by using 
honey but you'll do your stomach a 
favor. Honey is a predigested sweet: 
the bees have already broken down 
the sucrose into glucose and fructose, 
the sugars that are immediately avail- 
able to the body without further diges- 
tion. They do this by adding an enzyme, 
invertase, to the evaporated nectar 
before placing it in the cell. Con- 
sequently the consumer, intent only on 
the pleasant flavor of honey on his 
hot biscuit, is at the same time taking 
a digestive short cut. 


The oldest manufacturer of bee- 
keepers’ supplies in the state is the A. 
G. Woodman Company of Grand 
Rapids. Three generations of the 
family have been associated with this 
firm, now celebrating its 75th anniver- 
sary. 

ANNE GARRISON 


Information for this item was obtained 
from E. C. Martin, Assistant Professor of 
Entomology, M.S.U., to whom we extend 
our thanks. 








EDWIN WITTE: 
INSTITUTIONAL ECONOMIST 


By WILLIAM H. KNOWLES* 


Our series of profiles of outstanding economists continues— 
this time selecting a contemporary. 


Professor Edwin Witte, of the Uni- 
versity of Wisconsin, is one of the 


nation’s leading institutional econo- 
mists. In public affairs such a position 


is an honor, although tradition-minded 
academic economists have doubts as 
to the legitimacy of the field of insti- 
tutional economics. 

What is it, then, about institutional 
economics that makes Professor Witte 
a national authority in labor relations 
and in social security and yet separates 
him so sharply from orthodox econo- 
mists? First, institutional economics 
has not developed a self-contained body 
of theory to compete with the tradi- 
tional theory of the price mechanism 
and the operation of the economy 
simply because institutional economics 
is concerned with practical economic 
problems of immediate interest instead 
of with a general theory. It is not 
interested in timeless, placeless laws of 
economics nor in the building of 
economic models which purport to be 
related to economic reality. Indeed, it 
has been Professor Witte’s experience 
in dealing with practical problems that 
the facts of the particular situation do 
not always fit the assumptions as stated 
in economic model building. The 
contribution of institutional economics 
to general theory has been in the 
supplying of fact and description which 
enables the theoretician to make more 
realistic assumptions, since economic 

*Dr. Knowles is Assistant Professor of 
Economics at Michigan State University. 


theory has lagged behind the unfolding 
of economic events. 


Secondly, institutional economics 
stresses the institutional foundations 


of our economic system. Our system 
of values, type of political democracy, 
unique historical development, system 
of law, and the character of such 
economic institutions as the stock ex- 
change, modern banking, corporations, 
and unions all have their influence in 
the operation of our economic system. 
Moreover, in our dynamic economy, 
values and institutions undergo changes 
which modify economic behavior and 
render the “other things being equal” 
assumption of static analysis unreal- 
istic. Professor Witte observes that 
in his research he has been unable to 
discover static situations in which a 
problem could be expressed in a series 
of curves involving two or three 
variables. Rather, his experience has 
been that a large number of interact- 
ing variables are operative, which 
require a large amount of field re- 
search and make the broad generaliza- 
tions of theoretical analysis of limited 
value in economic policy making. 
Moreover, concern with the institu- 
tional foundations of our economic 
system and the many variables which 
influence its operation causes institu- 
tional economics to be interdisciplinary 
in character as it cuts across the 
boundaries of the various social 
sciences to study the whole man— 
psychological, sociological, _ political 
and moral as well as the economic man 
rationally seeking material gain. 


[18] 


Thirdly, institutional economics 
stresses the importance of organized 
economic groups. Whereas many class- 
room courses in economics deal with 
the economic behavior of individuals 
and consider collective action a viola- 
tion of “natural law,” institutional 
economists consider the activities of 
voluntary, autonomous associations to 
be the very heart of present day eco- 
nomic life. 

To quote Prof. Witte: 

“This is an age of ever increasing 
governmental participation in economic 
life, of the corporations, the trade 
unions, the cooperatives, the farmers’ 
organizations, the many professional 
associations, the trade associations, the 
employer's associations, the associations 
of commerce, and numerous other 
organizations primarily serving eco- 
nomic purposes and profoundly affect- 
ing economic life. This is also an age 
of group patterns of thinking and 
action. Nowhere else are associations, 
democratically organized, so important 
as in individualistic America.”* 

In this respect, institutional econo- 
mists emphasize the role of government 
in shaping the character of our econ- 
omy. While traditional economists 
develop the laissez-faire doctrine, in- 
stitutional economists point out that 
even in the absence of interference by 
the legislative and executive branches 
of government, the judicial branch of 
government always has and must 
necessarily interfere in the affairs of 
business. Common law development 
concerning the nature of property 
rights, particularly intangible property, 
concerning contractual relationships, 
and the legal fiction of the corporation 
as an individual have profoundly in- 
fluenced the nature and operation of 


*“TInstitutional Economics As Seen By An 
Institutional Economist,” Southern Economic 
Journal, Oct. 1954. 
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our economy. With the continued 
growth of statutory regulation of busi- 
ness and multiplication of administra- 
tive agencies for the assisting, regula- 
ting and policing of business, institu- 
tional economists argue that economics 
must once more become “political 
economy.” Instead of worrying over 
government interference as a violation 
of natural law, institutionalists are con- 
cerned with what manner of govern- 
ment interference is in the best interests 
of a healthy economy and the perserva- 
tion of democracy. 

Lastly, for the above reason, Pro- 
fessor Witte does not consider himself 
merely a disinterested observer whose 
only objective is to accurately record 
the nature of our economic system, 
nor an impartial scientist seeking 
universal natural laws of economics. 
Since the institutions which are so 
important to the operation of the 
economy are man-made they can be 
changed, and it is his belief that the 
objective of economics is to study how 
to improve our institutions. Con- 
sequently, Professor Witte has never 
been interested in research for re- 
search sake (nor gimmicks for the 
sake of publication) but engages in 
the gathering of facts to improve 
human welfare and to make the world 
a better place in which to live. 

As an institutional economist seeking 
facts for the sake of solving immediate 
problems, Professor Witte is in, and 
part of, the Wisconsin tradition. For 
some forty years the economics depart- 
ment of the University of Wisconsin 
has been famous for its research in 
practical economic problems the results 
of which have been instrumental in 
influencing legislation and _ govern- 
mental policy. In carrying out this 
research, students have been assigned 
projects which caused them to gather 
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facts to solve problems rather than to 
learn material to pass courses. Prof. 
Witte recalls that his first assignment 
was a field study to find out why many 
employers rejected workmen’s com- 
pensation. To him, this was eco- 
nomics in action and he believes that 
such an approach stimulates students 
to a better understanding of how our 
economy operates. Moreover, the 
Wisconsin tradition of research affec- 
ting the immediate welfare of the 
people is in harmony with the phi- 
losophy of the land grant colleges, and 
the Wisconsin slogan that “the bound- 
aries of the campus are the boundaries 
of the state” is gaining increasing 
acceptance as all state universities 
expand their services to all parts of 
the community. 


Prof. Witte also represents the 
Wisconsin tradition in that he has 
actively participated in public affairs; 
his appointment is divided half time in 
state or federal government service 
and half time as a professor in the 
university. Among the governmental 
positions Professor Witte has held are: 
Secretary of the Industrial Commis- 
sion of Wisconsin, 1917-1922; Chief, 
Wisconsin Legislative Reference Serv- 
ice, 1922-33; Executive Director, U. 
S. Commission on Economic Security 
1934-35; Member, Wisconsin State 
Planning Board, 1935-38; Member, 
Wisconsin Labor Relations Board, 
1937-39; Chairman, Detroit Regional 
War Labor Board, 1943-44; Member, 
National War Labor Board, 1944-45; 
Member, Atomic Energy Labor Rela- 
tions Panel, 1948-53. 


The progressive legislation which 
made Wisconsin famous under the 
LaFollettes was, in part, the result of 
the close relationship between the 
Economics Department of the Univer- 


sity and the Legislative Reference 
Library. As a state library which 
could reliably assist legislators in legal, 
technical and economic problems, the 
library freed legislators from depend- 
ing solely upon the information sup- 
plied by lobbyists regarding pending 
legislation. While serving as chief of 
the Legislative Reference Library, 
Professor Witte in Wisconsin tradition 
found himself the seeker of facts in 
specific problems in political economy. 


As chairman of the Commission on 
Economic Security, Prof. Witte brought 
with him the institutional approach of 
Wisconsin, and the report of the com- 
mission found its expression in the 
Social Security Act of 1935. The merit 
rating or experience rating feature of 
unemployment compensation, under 
the Social Security Act, may be traced 
to Professor Witte’s championing of 
the idea on the Economic Security 
Commission, to pioneering unemploy- 
ment compensation legislation in Wis- 
consin, to development of the merit 
rating idea in the graduate seminars 
of Professor John R. Commons of 
the University of Wisconsin. Professor 
Commons was impressed by the way in 
which the workmen’s compensation 
law forced employers to become safety 
conscious once industrial accidents 
were made a cost of production, and 
reasoned that to the extent that un- 
employment was due to the carelessness 
of management such unemployment 
could be reduced by making “man- 
agerial unemployment” a cost of pro- 
duction. Merit rating has been the 
center of a hot debate concerning the 
extent to which employers can reduce 
unemployment through their own 
efforts, but Prof. Witte argues that 
merit rating is here to stay and its 
opponents would do well to seek ways 
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of making it more effective in doing 
the task it is designed to do rather 
than opposing the principal of merit 
rating. 

Michigan employers and _ trade 
unionists will remember Prof. Witte as 
Chairman of the Michigan Regional 
Board of the National War Labor 
Board. The “arsenal of democracy” 
during World War II, Michigan was 
the principal center for the production 
of aircraft engines and parts, tanks and 
trucks, and vital foundry products. 
Labor problems in the tool and die 
shops were critical. Serious inequities 
in the wage structure of Michigan— 
which had not been corrected by the 
free forces of the market—created the 
possibility of either inflationary wage 
spiral or serious labor unrest as man- 
power shortages developed. Collec- 
tive bargaining was relatively new to 
Michigan’s mass production industries 
and such important issues as union 
security and contract provision for the 


arbitration of grievances had not been 
mutually agreed to in free collective 
bargaining. The outstanding record of 
the Michigan Regional Board under 
these trying circumstances may be 
attributed, in part, to Prof. Witte’s 
leadership as Chairman of the Board. 
At present Professor Witte is writing 
« book on social security. The book 
will not be concerned with economic 
theory of how individuals maximize 
their satisfactions nor the relationship 
of social security to fiscal policy for 
full employment; neither will it become 
emotional over the issues of free enter- 
prise versus the “welfare state.” We 
may anticipate that Professor Witte’s 
book, the work of an_ institutional 
economist, will concern itself with the 
facts and statistics on unemployment, 
old age, and medical care, stressing 
changes in the structure of our eco- 
nomic and social institutions, and con- 
sidering the consequences of alternative 
solutions to these very real problems. 





Do You Know These Michigan Towns? 


1. Formerly the seat of an essential industry serving domestic and foreign 
markets, this town was depressed when the development of carborundum doomed 


that industry. 


2. The growth of the community has not matched the velocity implied in its 


name. 


3. The name is misleading, for there are no high mountains here, as seems 


to be implied. Actually, the name is Arabic meaning The Partridge. It is appro- 
priate that a wild fowl sanctuary should be nearby. A fine town for limestone 
or lake water. More Portland cement shipped from here than from any other 
port in the world. 

4. It is hard to make this town difficult to identify. Everyone knows its 
ornamental waterfalls and its disciplinary stone walls. The Democratic Party 
was not founded here. 

5. This is the location of the world’s biggest gypsum mine, and its name is 
a mineral. 

(Answers on page 24.) 








DOWNTOWN OR SUBURBS? 


Rich's Favors Downtown 


vital controversy in retailing today is decentralization to 
the suburbs as against locations downtown, a controversy 


that affecis all urban areas. 


Rich’s of Atlanta has stead- 


fastly favored downtown and now demonstrates this con- 


viction in a big new store. 


For many city retailers one of the 
great questions of today is whether to 
remain downtown or to follow the flight 
to the new suburban regional shopping 
centers. The shopping centers are grow- 
ing rapidly, and presently they are 
estimated to number nearly 1,500. 
Downtown stores everywhere have lost 
in their relative share of the retail trade, 
and, in many cases, in their dollar 
volume. The problem has become par- 
ticularly acute for the large department 
store, long the principal magnet in the 
downtown centers. 

Many, and possibly the majority, of 
retailers feel that future opportunities 
lie in the suburban centers. Never- 
theless the downtown locations have 
many strong advocates among the 
department stores, who feel that the 
central shopping area still remains the 
heart of our retail structure. Among the 
prominent stores in the latter group is 
Rich’s, the 88 year old Atlanta firm 
which is the largest and probably the 
most famous department store in the 
South. 

When usiness Topics asked Pres- 
ident Richard Rich of that firm for a 
statement regarding its position with 
respect to downtown locations, he sug- 
sested that we refer to an article written 
by him five years ago. Despite the 
auspicious success of many new shop- 
ping centers with branch department 
stores since that time, he feels that 
many of the thoughts that he set forth 


in that paper still pertain. He said 
the following: 

“Of all the downtown property own- 
ers, the large retail merchant or depart- 
ment store operator probably has the 
greatest stake in the solution of the 
traffic problem, for in addition to own- 
ing from ten to twenty million dollars’ 
worth of real estate, most department 
stores are dependent upon the move- 
ment of large masses of people to main- 
tain and improve their sales position 
in their respective communities. 

It is undoubtedly known by many 
that large retail stores in some areas, 
particularly in Los Angeles and New 
York, have run from this problem in- 
stead of facing it. I say that they have 
evaded it because they have contributed 
toward the trend of decentralization by 
opening branch stores in nearby sub- 
urban centers. _While this may be a 
solution in alleviating some of the 
downtown congestion, from the point 
of view of the merchant, we think that 
it is often a mistake. 

The function of a large department 
store—the very reason for its being— 
is its ability to assemble vast selections 
of goods at many price points and in 
many categories, under one roof, for 
the convenience of the public. The out- 
lying units which such stores are 
opening are, of necessity, of a limited 
variety in assortment and a limited 
volume potential in sales, thus detract- 
ing from the Main store’s traffic and 
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helping to depreciate the Main store’s 
progress and the value of its property. 
Perhaps, more importantly, these small, 
branch units diffuse the interest, time, 
attention, and talents of the Main 
store’s key personnel in operating 
widely diverse units in suburban areas. 

Therefore, it is our opinion here at 
Rich’s that this problem, of which 
most of us have an acute awareness, 
must be cured “where it is” instead of 
“where it isn’t.” It behooves the Man- 
agement of large retail establishments 
in the center of town to take a leading 
interest in politics, in voluntary traffic 
improvement associations, and in what- 
ever other areas of civic activity that 
will assist in the development of limited 
access highways in their communities; 
i.e., the breaking through of dead-end 
streets, the building of underpasses and 
overpasses, the development of better 
traffic codes and improved enforce- 
ment, and the broad attack on the 
problem of improving the flow of peo- 
ple to and from the center of their cities. 


In addition to this, whether done 
through public financing or privately 
(however done, it must be done), it is 
the obligation of the Managers of these 
large enterprises to provide adequate 
and comfortable off-street parking fa- 
cilities, strategically spotted throughout 
the downtown section. 


It is interesting to note that in many 
of the suburban sections, parking con- 
ditions are already becoming as con- 
gested as in the downtown area, and 
because of the more limited traffic 
potentials in these decentralized areas, 
large, elaborate multi-story facilities 
cannot be supported. Therefore, it is 
highly possible that those retailers and 
other public citizens and downtown 
property owners who attack this prob- 
lem energetically and, perhaps, even 


overbuild such parking facilities, a: 
against present needs, will turn the 
tide from decentralization back to the 
center of our cities where the public 
can best be served with large assort- 
ments and broad services. 

This theory is against the trend in 
many communities, but I am happy to 
say that here in Atlanta we, at Rich’s 
are taking a leading part in both of 
the areas enumerated above. . . 

We realize that many people have 
moved farther and farther from the 
center of the city and that the suburban 
shopping center has its place. It is 
merely our ambition to keep it in focus 
by taking an aggressive and positive 
attitude in fighting it, as we would any 
other reasonable and legitimate compe- 
tition. 

The best defense is a good offense, 
and it is our hope that on a continuing 
basis over the years that this threat to 
downtown property values will be a 
blessing in disguise. For it will be- 
stir our best and our most potent 
citizenry to act for the betterment and 
improvement of our city as no other 
single incentive could. The result 
will, I think, not merely be profitable 
and beneficial to selfish interests in- 
volved, but will also benefit the entire 
population, in the long run.”' 


Expanding Downtown 


Mr. Rich’s convictions have taken 
concrete form in his company’s leader- 
ship in projects that are maintaining 
Downtown Atlanta’s share of the trade 
in that metropolis. A more striking 
demonstration of that confidence is 
scheduled to be displayed to the public 
on August 29, in Knoxville, Tennessee. 


IR. E. Rich in the Traffic Quarterly, July, 
1950. Reprinted with permission of the Eno 
Foundation, publishers. 
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The New Rich’s in Knoxville 


This demonstration will be in the 
form of a brand new department store 
in downtown Knoxville. The store it- 
self will be a sensation to Knoxville 
area shoppers. Its striking architec- 
ture, flanked by gardens, is seen above. 
Beyond is the connected parking 
garage, where 1,500 cars park on four 
floors without using ramps. The store 
itself is planned for an eventual 25 
million volume and will employ 900. 

The most newsworthy feature is not, 
however, the store itself, but its down- 
town location. Expanding into a dif- 
ferent city and investing some five 
million dollars, Rich’s might be 


expected to locate in a suburb of Knox- 
ville if they followed the prognostica- 
tions of most of the experts. Whether 
they are right or wrong in selecting the 
downtown location probably can never 
be proved conclusively one way or an- 
other. One thing is evident—retailers 
everywhere will be watching the Knox- 
ville operation as important evidence in 
the retailing battle of the century. 


Downtown versus Suburbs. 

Regardless of the degree of success 
attained by the new store, it is refresh- 
ing to witness this case of independent 
thinking and strength of convictions. 

DAVID LUCK 





ANSWERS TO “Do You Know These Michigan Towns?” 


1. Grindstone City; 2. Rapid City; 3. Alpena; 4. Jackson; 5. Alabaster. 





THE GREAT FARM MECHANIZATION 
SHOW 


By H. LEE WILLIAMS* 


A quick glimpse of the Centennial of Farm Mechanization 
—and a note on its significance for today’s living in these 


United States. 


A great change has come over 
American farms in recent years. Like 
U.S. businessmen, the nation’s farmers 
have turned to automation. 

This fact was noted by visitors to 
the Centennial of Farm Mechanization 
at Michigan State University, August 
15-20, at which they observed how a 
small portion of our population feeds 
the rest of the nation. They strolled 
or rode tractor-drawn trolleys through 
a dazzling world of automation cover- 
ing 100 acres of University farm and 
campus decorated in festive colors sug- 
gestive of a world’s fair. 

Almost 300 manufacturers in 600 
exhibits displayed evidences of auto- 
mation on the farm. There were hyd- 
raulic tractors with two-way radios 
for quick communication on_ large 
farms and electric tractors equipped 
with generators that have power at- 
tachments to do any job from boring 
post holes to shearing sheep. 

Cotton pickers demonstrated how 
easily they twist the fiber from the 
ripened bolls. Other labor savers in- 
cluded corn planters that open the 
beds, plant the seed, and place the 
fertilizer in one operation; mechanical 
peanut harvesters; machines that pull, 
top and load sugar beets; self-pro- 

*Dr. Williams is Associate Professor of 
Journalism at Michigan State University. 


pelled one-man combines, and potato 
harvesters. 


The Background 


Despite the long list of wonder ma- 
chines, automation on the farm is not 
entirely new. For the past 15 years 
great strides have been made in mech- 
anization. During World War II there 
was a necessity for such machines be- 
cause the demands for food were huge 
and the shortage of manpower crip- 
pling. One hundred years ago about 85 
per cent of the population lived on 
farms while today the figure is only 
15 per cent. 

In the past 10 years 2,000,000 
farmers have migrated away from the 
land. This exodus has made it neces- 
sary for farmers to turn to machines 
to farm faster and better and with less 
help. 

Since 1940 farmers have tripled 
their investment in barnyard automa- 
tion. Then it was $3.2 billion while 
today it is $18.7 billion. 

Machines to excite the imagination 
have changed the entire farm economy. 
There are at present 5,200,000 farms, 
a drop of more than a million since 
1920. The average farm today is over 
200 acres as compared to 150 acres 
in the past 20 years. 

Although small farmers have tended 
to form farm corporations, the bulk of 
American farming is still a family 
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operation. Thanks to mechanization 
the farmer has bigger crops and a bet- 
ter income than ever before. And it 
has given the family farm independence 
and strength. Therefore, the farmer 
has the money to pay high land prices 
to buy more acres, make more money, 
and buy still more land. 

Farm leaders expect the present 
boom in farm implements to continue. 
By 1975 the population will be about 
200 million—or some 40 million extra 
persons to feed. To do the job ade- 
quately the farmer must look to ma- 
chines. 


Machinery Galore 


Some of this machinery, which many 
Americans have never seen, was dis- 
played at the $20,000,000 exposition. 
Several companies had a complete line 
of their machinery for the first time in 
one place. One manufacturer, for ex- 
ample, had 75 models of tractors on 
display. 
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Under one of many tents dotting the 
exhibt area about 35 leading manufac- 
turers of dairy equipment combined 
their efforts to show the accomplish- 
ments of the industry in reducing the 
drudgery of farm life. Even the business 
side of dairying—the keeping of records 
—has the push button look. Whereas 
it formerly required days and weeks to 
tally up the milk, cattle or crop produc- 
tion records, today’s farmer is using 
the automatic computer to get quick, 
accurate record in minutes. 

A host of historic farm machines 
acquainted visitors with the saga of 
early American enterprise. replica 
of the first combined harvester and 
thresher—invented in Climax, Mich., 
in 1836—was a highlight. Huffing and 
puffing 10-ton steam engines of 50 and 

75 years ago went through their paces 
at the Threshers’ Roundup. 


The Home Too: Homemakers found 


the home equipment exhibit of great 


“Saget ae? 


lrew big crowds. 








interest. Displays traced the develop- 
ment of kitchens, sewing machines, 
vacuum cleaners, home lighting and 
other equipment. 

A mobile home park exhibit showed 
the development and progress of the 
industry over a century. One of the 
features was a display of the Romany 
Caravan from England: is a century- 
old horse-drawn mobile unit said to be 
the first in the history of the industry. 


Other Exhibits: Broad highways, new 
cars, trucks and trains have brought 
the once-isolated farmer into closer 
contact with the conveniences of the 
city. The various forms of modern 
transportation that have opened more 
markets for farm crops also were dis- 
played. 

A one-million volt cathode ray ma- 
chine showed how food can be cold- 
processed and a model of a uranium 
reactor demonstrated the splitting of 
atoms. 
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Other demonstrations included irri- 
gation methods, tilling the soil two feet 
below the surface, crop spraying and 
fire fighting. 

Automotive “dream cars” included 
a special show model equipped with 
rear-seat television and telephone. 

Top architectural planning was 
shown in models of ranch-type farm 
homes which were erected during the 
course of the exposition. 

Other exhibit highlights were a min- 
iature town of special buildings, tractor 
safety, fire fighting and a display of 
irrigation sprinklers and pumps. 


Pageant of Progress 


Thousands witnessed the growth of 
agriculture from the crooked stick plow 
to the push button farming of today in 
a daily pageant. It followed the life 
of a farm family through four genera- 
tions from the Civil War to the present, 
and showed changes both in the farm 
home and machinery. The pageant 


Bird’s eye view of part of twenty million dollars worth of farm machinery. 
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stressed how machinery has helped 
reduce the number of man-hours to 
plant, cultivate and harvest wheat and 
corn—two of the nation’s basic food 
products. 

A farmer putting in a wheat crop in 
1855 had to use a horsedrawn walking 
plow, brush harrow, sickle, flail and 
wagon. With these crude implements 
he had to spend 57.7 hours to the acre. 
It took him 2.88 hours to produce a 
bushel of wheat and his yield for every 
acre was 20 bushels. 

Contrast this with modern produc- 
tion. The average wheat crop today 
requires only 1.82 hours to the acre 
and only .09 hours to produce a bushel 
of wheat. Even with the drop in man- 
hours the mechanized farmer still gets 
20 bushels to the acre. Equipment 
such as five-plow tractor, sub-surface 
blade, disk harrow, grain drill, combine 
and truck spell the difference. 

In 1855, the farmer was required to 
hand plant and hand husk corn. These 
methods were time consuming requir- 


ing 33.6 man-hours per acre and .84 
hours to the bushel. The yield per 
acre was 40 bushels. 

With tractor, two-bottom plow, 10- 
foot tandem disk harrow, planter and 
cultivator and mechanical picker, the 
farmer today needs to spend only 3.88 
hours to the acre. The man hours per 
bushel dwindled to .05, but although 
the man-hours were being reduced the 
yield per acre zoomed to 70 bushels. 


People from Everywhere 


Visitors from all over the world gave 
the exposition an international flavor. 
On opening day, the 12 Russian farm 
leaders now touring the United States 
showed considerable interest in the 
vast array of the latest farm machines. 

More than a quarter of a million 
people swarmed over the exhibit during 
the six-day exposition and came away 
with dozens of new ideas, an inspira- 
tion, and a better understanding of the 
opportunities in America’s mechanized 
economy. 





1956 EXECUTIVE MANAGEMENT PROGRAM 


The College of Business and Public Service of Michigan State University 
will offer its four-week 1956 Executive Management Program in two two-week 
periods—February 13-25 and March 5-17. 

This is the second annual program in general administration for experienced 
executives. It is designed to encourage the development of the individual and 
his ability to think creatively to meet new and changing conditions. 

The objectives of the program are (1) to help executives function more effec- 


tively in their present positions, (2) to aid executives to prepare for the possi- 
bility of assuming greater future responsibilities and (3) to assist business 
enterprises in the building and perpetuating of a highly competent management 
organization. 

For additional information, please write: 


Ward J. McDowell, Director 

Executive Management Program 

Business Administration Building 
Michigan State University 
East Lansing 





Current Michigan Business Conditions 


Business in the Nation. Even allowing for customary summer decline, varia- 
tions from one type of business to another, and the storm and flood damage in 
the Atlantic states, the general business picture continues at record or near- 
record levels. Industrial production, as measured by the Federal Reserve Board’s 
combined adjusted index of industrial production, reached an all-time high of 
140 per cent of the 1947-49 average in July. In July of 1954, the index stood 
at 123, the low point of the 1954 recession. In general, durable manufactures 
were at the record peaks of 1953, while nondurable manufactures and mineral 
production had exceeded previous records; however, it should be noted that the 
1953 level for durables was considerably higher than for the other two groups. 
Employment, nationally increased during August to almost 65.5 million and to 
a point where the total unemployment of approximately 2.5 million declined to 
something just over 3 per cent of the labor force. 

Sales by manufacturers, sales by retailers, and sales at the wholesale level have 
been at high levels, substantially above 1954. Department store sales, for exam- 
ple, for the week ending August 20, were 6 per cent above the corresponding 
week of 1954, even allowing for the 13 per cent decrease in sales experienced 
in the New England area as part of the aftermath of the recent storm and flood 
damage. 

Prices. Prices of industrial commodities have been edging upward during the 
summer months. The first major increase was the 6.5 per cent raise in steel mill 
products following the 15 cent an hour wage increase granted in June. Scrap 
metal, rubber, aluminum and other nonferrous metals, building materials, lum- 
ber and wood products, and paper have all shown price increases within the past 
few months. Declining prices for agricultural commodities were in evidence and 
were sizable enough to make for a fairly stable average for wholesale prices. 
Generally, the most important agricultural price drops were in hogs, beef cattle, 
wheat, apples, and potatoes. 

Consumer prices, as measured by the consumer price index of the Bureau of 
Labor Statistics, have also been advancing slowly during the summer months. 
The index, at a high of 115.2 per cent of the 1947-49 average in July of 1954, 
dropped to 114.2 during April and May of the current year. In June, the index 
advanced 0.2 per cent, and in July it gained another 0.3 per cent. The most 
important price increases were in fruits and vegetables; other smaller increases 
were noted in certain of the service items, i.e. medical care and personal care. 

Credit. The growth of consumer credit outstanding has been causing some 
concern because of its inflationary potential. At the beginning of August a total 
of $25,476 million of instalment credit and $7,420 million of noninstalment 
credit were outstanding in the United States. The major item in the instalment 
credit picture was automobile paper. During both June and July, the increases 
in automobile paper accounted for the major portion of the reported increases 
in consumer credit. 


Some important segments of the nation’s economy have felt the tightening of 
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credit reins within recent months, intended primarily to prevent 1955’s boon 
rom continuing to grow too fast. First, the Federal Reserve Board raised margir 
requirements on stock-market loans to 70 per cent of the market value. Ther 
ollowed changes in home financing by both the F ederal Housing Administratior 











and the Veterans Administration; both increased down payment requirement 
while the FHA also reduced the loan payment period from 30 to 25 years or 
guaranteed loan More recently, several of the individual Federal Reserve 
Banks have increased their rediscount rates, the interest they charge on loans t 
rember ban 
With the record number of new cars produced during 1955 to date, a certam 
1ount of concern is currently felt among automotive dealers, certain of the 
1u nan nd the Federal Reserve Board because of easy credit 
m OV ind a | hy payment period. The cause for con 
cerr h had reach down for lower credit risks and for mat 
ial buyers to keep sales moving. The dangers of selling with small dow: 
payments are quite Obvious because the buyer may Owe more than the actua 
he car during the early months of the contract sizable portion 


new-car repossessions seem to occur during the early part of the contract period 
Michigan’s Business. Business activity in Michigan has maintained the gen 
in spite of some seasonal sla ckening 
in certain quarters during the summer months. There was a fairly pronounced 
decrease in automobile production during June because of sc ittered walk-outs: 
however, July saw an increase in auto product ion. Total employment is now at 
a plateau because of personnel adjustments taking Po ice during preparations for 
model changes in the auto industry. Retail trade continues at a strong pace, 
substantially above 1954 levels, even allowing for a slight seasonal drop. 





th leveis of the earlier part of 195: 


Bank debits in all centers of the Lower Peninsula have consistently reflected 
the strong economic activity of the state. Even though a few seasonz al declines 
are noticeable, all of the centers in the Lower Peninsula are enjoying a level of 
activity above 1954. In the Upper Peninsula, the record is somewhat mixed 

he larger cities (Escanaba, Marquette, and Sault Ste. Marie) have experienced 

seasonal inc sreases, which in July were above 1954 levels. Other areas in the 
Upper Peninsula, affected by labor-m: inagement disputes in the copper mines, 
have experienced business activity at reduced levels. 


Bank loans and investments by mid-summer were also considerably above 
the preceding years. Lower Peninsula banks that are members of the Federal 
Reserve System and are outside Detroit had total loans and discounts totaling 
$1,086 million at the end of July 1955, an increase of 15.9 per cent over 1954, 
Detroit member banks had loans and investments of $1,141 million at the same 
time, an increase of 18.5 per cent over 1954. Deposits also showed sizable 
increases, especially demand deposits. Detroit Federal Reserve member banks, 
with demand deposits of $2,501 million at the end of July 1955, were 9.6 per 
cent above the previous year; Lower Peninsula member banks outside Detroit, 
with total demand deposits of $1,375 million, were 9.9 per cent above 1954. 


Employment figures for the summer months point toward a slight reduction 
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in the State’s employment level as preparations are being made for automobile 
model changes. The first decrease in factory employment since September 1954 
was noted in June, when manufacturing industries let out a net 6,000 workers. 
Moderate employment increases took place in food, machinery, and paper prod- 
ucts. Non-manufacturing employment continued to grow to record proportions; 
by mid-June, such employment was 36,000 ahead of the beginning of 1955. 
Employment in retail trade has been one of the most important leaders in the 
increased non-manufacturing employment. Unemployment showed some rise 
during the summer months, largely attributable to high school and college stu- 
dents and graduates entering the labor market. The automotive industry and 
related industries during the model changes will dominate the employment pic- 
ture for the next month or two. Non-manufacturing industries are expected to 
remain at current record levels. 

Automotive production has continued at a record-breaking pace into the sec- 
ond half of the year. Even after a drop in factory sales of motor vehicles in 
June, the first seven months of the year reached a total of 5,631,954 units, more 
than 1.5 million above 1954 and more than a million above the previous seven 
month record in 1954. July factory sales of 768,621 units was the largest July 
figure on record. 


Retail trade continues at advanced levels throughout the State. Retail sales 
tax collections (representing business of the previous months) have continued 
substantially above the levels of 1954, although slight seasonal declines were 
evident during the summer months. Department store sales in the state’s major 
population centers have exhibited the same general pattern. 


Bank Debits Bank Debits Percentage Change from 
(thousands of $’s) Previous Year 

City April ’55 May '55 June °55 July °55 Apr.’55  May’5S June’55 July ’55 
Adrian 23,352 23,284 24,804 23,346 +23.0 + 32.0 34.8 + 28.5 
Battle Creek 72,161 68,711 72,878 73,256 16.6 +15.9 +14.5 +20.9 
Bay City 45,158 46,036 50,066 50,439 + 3.5 +10.6 + 8.8 + $.5 
Detroit 5,592,936 6,483,257 6,526,587 5,791,468 9.1 + 40.1 +-27.0 +22.8 
Flint 166,193 165,677 176,139 167,227 +22.3 +-20.5 + 19.1 +-15.9 
Grand Rapids 289,036 305,142 316,151 291,064 97 + 16.3 +12.1 + 7.8 
Jackson 85,385 91,747 94,260 87,053 +18.4 +22.6 +27.9 + 19.7 
Kalamazoo 113,956 125,157 128,336 119,326 + 13.4 +31.0 +14.1 +18.3 
Lansing 149,478 146,273 157,026 151,739 + 5.1 + 8.0 + 12.5 +-10.5 
Muskegon 78,231 79,227 86,576 80,604 + 13.2 + 10.9 +20.9 +15.6 
Port Huron 37,606 38,537 42,014 42,062 +-16.2 + 14.4 + 22.7 + 5.0 
Saginaw 108,515 109,926 119,912 118,322 + 14.2 +15.5 12.0 +18.0 
Escanaba 9,641 10,841 11,022 10,932 + 2.7 +25.4 + 12.7 + 6.1 
Marquette 10,213 10,741 12,030 11,554 0.3 + 11.8 + 5.4 + 6.7 
Sault Ste. Marie 9,321 10,418 11,347 11,249 5.3 + 11.8 4.7 0.5 


Source: Federal Reserve Banks of Chicago and Minneapolis 
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Department Store Sales 
April 1955 May 1955 June 1955 July 1955 
Percent change from Percent change from Percent change from Percent change from 
Mar. ’55 April ’54 Apr. ’°54 May ’54 May ’55 June ’54 June ’55 July ’54 


Battle Creek +24 +49 — 7 +28 —2 +12 —10 +34 
*Detroit +13 + 9 — 6 + 7 2 +10 —16 +13 
*Flint +28 +12 —4 +11 1 + 6 —12 +18 
*Grand Rapids + 8 + 3 — 4 3 — 1 — 3 —16 + 4 
*Jackson +27 + 3 —3 + § + 3 + 3 —2 +11 
*Kalamazoo +19 + 8 — 3 + 5 1 0 —20 + 4 
*Lansing +20 +-19 — 2 +13 0 15 —10 +27 
Muskegon +40 +19 —9 + 8 - 1 + 3 —13 +11 
Port Huron +-47 +10 —10 + 9 + § + 4 —17 + 5§ 
*Saginaw +47 +12 —12 + 3 +2 —2 —16 +7 
*Metropolitan Areas 
Source: Federal Reserve Bank of Chicago 
Motor Vehicle 
Factory Sales Factory Sales Percent Change from Previous Year 
from Plants in U.S. Apr. ’55 May ’55 June ’55 July 55 Apr.’55  May’55 June’55 July ’55 
Passenger Cars 753,434 721,139 647,658 658,736 + 40.9 +45.1 +27.7 4+-45.8 
Motor Trucks and 

Buses 128,406 128,254 119,524 109,885 +-32.2 + 40.1 +30.2 +-39.5 
Source: Automobile Manufacturers Association 

Electric Sales in Percent Change from 

Kilowatt hours Thousands of KWH Sales Previous Year 
Mar.’55 Apr.’55 May ’S5 June ’55 Mar. ’55  Apr.’55_ May’55 June ’55 

Residential 546,643 512,894 478,716 458,161 +13.4 +10.5 + 7.4 + 6.4 
Commercial 294,711 283,685 270,970 291,400 +11.8 $-10.2 + 9.3 $13.5 
Industrial 867,514 886,328 910,166 915,246 +-28.2 +29.0 + 34.4 +-29,.2 
Source: Edison Electric Institute 
Non-Farm State of Detroit Grand Upper 
Employment Michigan Met. Area Flint Rapids Lansing Saginaw Peninsula 
April 15, 1955 2,538,000 1,440,000 140,400 117,600 79,500 57,400 77,000 
May 15, 1955 2,558,000 1,451,000 141,600 118,500 79,800 57,900 78,400 
June 15, 1955 2,558,000 1,444,000 140,700 118,800 79,900 58,300 80,000 
July 15, 1955 2,560,000 1,445,000 137,800 118,700 78,900 58,500 81,300 
Percent change from year ago: 

April 15, 1955 +4.7 + 5.8 +7.9 +2.0 118 13.4 ae 
May 15, 1955 +5.9 +-7.0 +7.4 +4.6 +1.9 +3.9 0.0 
June 15, 1955 +6.1 +7.1 +7.8 +3.9 +-2.8 +4.1 —0.2 
July 15, 1955 +6.5 +7.8 +6.8 +-3.7 + 3.5 +-4.5 —0.6 
Total Unemployment 
April 15, 1955 92,000 48,000 2,600 3,300 1,700 1,200 11,800 
May 15, 1955 75,000 43,000 2,300 2,600 1,300 900 8,000 
June 15, 1955 88,000 52,000 3,100 3,000 1,700 1,000 7,600 
July 15, 1955 97,000 57,000 3,600 3,500 2,700 1,100 6,000 
Percent change from year ago: 

April 15, 1955 —56.8 —64,2 —25.7 —35.3 —52.8 —53.8 + 0.9 
May 15, 1955 —63.9 —67.4 —28.1 —58.1 —62.9 —57.1 —29.2 
June 15, 1955 —58.9 —61.5 —22.5 —53.1 —60.5 —58.3 —35.0 
July 15, 1955 —58.2 —62.0 —18.2 —52.1 —58.5 —57.7 —39.4 


MARVIN HOFFMAN 











_Announcing 


MICHIGAN STATISTICAL ABSTRACT 


A compendium of most recent statistics on Michigan and its sub- 
divisions. For the first time, the user of statistics will have in one con- 
venient volume a wealth of data about the state. 

A wide variety of information has been gathered by the Bureau of 
Business Research staff, under Marvin Hoffman, from many sources. 
Topics covered include: 


AREA AND POPULATION 

CLIMATE 

VITAL STATISTICS AND HEALTH 
EMPLOYMENT, PAYROLLS, PUBLIC WELFARE 
EDUCATION 

EXTRACTIVE INDUSTRIES 

MANUFACTURING AND TRADE 
CONSTRUCTION AND HOUSING 


COMMUNICATION, TRANSPORTATION, AND PUBLIC 
UTILITIES 


FINANCE AND BANKING 


The above topical list indicates the usefulness of the Abstract to those 
engaged in business, economic, educational and governmental activities 
that concern Michigan. The Abstract will be available in late Septem- 
ber. Prepublication orders are being accepted at $3.00 per copy. 
(Checks should be drawn payable to Michigan State University.) 
Address orders to: 

BUREAU OF BUSINESS RESEARCH 
MICHIGAN STATE UNIVERSITY 
East Lansing, Michigan 











BUSINESS RESEARCH PUBLICATIONS 


The Bureau of Business Research was established in 
1951 to assist the Michigan State University faculty in 
conducting economic and business research and to serve 
Michigan business with information and studies. The 
studies are usually published, and those currently avail- 
able are listed below. Inquiries should be addressed to 
the Bureau’s director. Where applicable, draw checks 
payable to Michigan State University. 


RESEARCH REPORTS 


Michigan Tourist Survey (Free) 

Monroe Industrial Survey (Free) 

Careers in Hotel and Restaurant Management 
(Free) 

What Michigan Newspapers Tell About the 
Schools (Free) 

Winter Resorts in Michigan ($1.00) 

Taxation of Mobile Homes ($1.00) 

Wages, Hours, and Fringe Benefits in Member 
Stores of the Michigan Retail Hardware Associa- 
tion ($1.00) 

Michigan County Market Data (Free) 

Michigan Statistical Abstract ($3.00) 
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